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Office of the City Manager

December 9, 2014

Mayor and City Council
City of Louisville

749 Main Street
Louisville, CO 80027

Dear Mayor and City Council:

| am pleased to present the 2015 Annual Operating and Capital Budget. The Louisville
Municipal Code Section 3.04.030 states that the City Council shall adopt an annual budget for
each fiscal year in accordance with the procedure set forth in the Local Government Budget
Law of Colorado, (Code 1962, 6.2; Code 1977, 3.04.020). City Council formally adopted the
2015 Budget on November 3, 2014 by passing Resolutions 69, 70, and 71.

The unprecedented rains last year challenged the City by flooding homes and businesses,
washing away bridges, destroying water utility infrastructure, obliterating trails and severely
damaging Coal Creek Golf Course. In the past year and throughout Louisville people have and
continue to work together with the City Council and staff to recover and rebuild Louisville so it is
even better than before the flood. Fortunately, we had set aside reserves in previous years to
help the City through these challenges and the local economy is strong. City staff has also
worked hard to document flood related expenditures that qualify for Federal and State
reimbursement and to secure those reimbursements.

Guiding Principles
In June of 2009, the Council agreed on the following guiding principles for budget development:

Provide high quality core services; do it well or don’t do it

Talented, motivated, well-trained employees are the City’s most important asset

Maintain our investments

Don’t expect short-term actions to resolve long-term problems

Consider unintended consequences

Share information and ask employees, residents and businesses for their input and
remember that Leadership is what they expect from us

ocabhwN~

We kept these principles in mind as we prepared the 2015 budget. As you know, the City’s
budget is the most significant policy considered by the Louisville City Council each year; it
establishes the City’s priorities and provides funding to achieve those priorities. The budget
process, including the formal public hearing, provide the public with many opportunities to
comment on and advise the City Council about those priorities and levels of funding. In addition
to the public hearing, we solicit and receive input from numerous sources, including public
involvement at regular City Council meetings and study sessions, feedback from the City’s
various Boards and Commissions and information from surveys. We also provided information,
addressed questions, and asked for ideas and suggestions about budget issues during special



presentations on the City’s budget, during Ward meetings, and other City events. By
considering citizens’ comments in all of these forums and making changes as necessary, the
City Council ensures that the final 2015 budget truly reflects the interests of the community.

The City is in good fiscal health. The current projection for 2014 General Fund revenue,
exclusive of interfund transfers, is 1.9% higher than 2013. Year-to-date sales tax revenue,
excluding audit revenue, is trending 6.6% above 2013. These resources, combined with those
from the improving economy enable the City to improve service levels in several areas and
accomplish the Council’s goals for 2015, which are summarized below.

2015 Goals and Objectives

Maintain Small Town Character

Improve management of Community Events®

Develop Arts Master Plan

Establish Community Garden pilot project

Adopt Small Area Plans for McCaslin Blvd. and South Boulder Road
O Improve coordination with BVSD

O
O
O
O

Improve Basic City Services

Achieve average OCI of 75 by 2019 with minimum OCI of 35 on all streets by a specified
date**

Complete City Services Facility and move operations into new facility*

Complete repair and restoration of City infrastructure damaged by 2013 flood*

Develop Police Department Master Plan

Complete Waste Water Treatment Plan design, and financing and construction schedule*
Complete Water Treatment system major maintenance projects*®

Resolve seasonal water taste and odor issues

Maintain Library services at current levels and increase access to electronic media
Continue implementation of Parks, Recreation, Open Space and Trails Master Plan goals
Complete 5-year staffing, technical and operational support plan

a
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Promote Economic Sustainability

O Continue to facilitate redevelopment of URA

O Facilitate occupancy or redevelopment of former Sam’s Club and adjacent areas
O Adopt and implement a plan to increase Downtown parking*

O Improve business retention and recruitment activities

Maintain Fiscal Stability

0 Update Fiscal Policies and maintain target reserves in all funds

0 Adopt Golf Operations business plan enabling self-funding Golf Course Enterprise

O Evaluate Recreation/Senior Center and Parks rate structure and non-resident access policy
O Use updated Fiscal Model to evaluate City’s long term fiscal health

Protect and Preserve Louisville’s History
O Complete Grain Elevator restoration
O Initiate City-Wide Preservation Plan (includes the historic survey of Old Town)




O Develop and adopt Museum Master Plan
O Finalize commercial incentive program and landmark 2 commercial properties

Improve Efficiency and Effectiveness in City Operations

0 Promote cost-effective energy efficiency, zero waste and other sustainability best practices

0 Increase volunteerism in a way that decreases costs and increases understanding

0 Make strategic cost-effective investments in City IT operations that improve effectiveness
and efficiency

* Denotes Council expects special emphasis on these issues

Financial Overview

The 2015 budget includes a total revenue projection (excluding interfund transfers) of $46.2
million for all funds, an increase of nearly 14% over estimated revenue for 2014. Although
some of this increase is due to Federal and State grant revenue related to flood reconstruction,
we expect property taxes, sales and use taxes, and building related revenue to remain strong in
2015. Implementation of the recommendations in the recent Utility Rate Study is ongoing and
the 2015 budget includes a 2% increase in water rates, a 27% increase in wastewater rates,
and a $1.00 per month (30%) increase in storm water rates. While these rate increases are
significant and necessary to help pay for new infrastructure required to comply with Federal
water quality standards and to protect Louisville from flooding, Louisville’s utility rates are still
about average for the Front Range and remain lower than many jurisdictions. Based on
preliminary information from Boulder County, staff projects net property tax revenue will
increase by 1.2% to reflect increases in the City’s assessed valuation. Staff projects sales tax
revenue will increase by 6.0% in 2014, 4.4% in 2015, and 3.5% per year from 2016 through
2019.

The 2015 budget includes total expenditures (excluding interfund transfers) of $53.6 million, a
decrease of 11% from 2014 expenditure estimates. The majority of this decline is due to a
reduction in overall capital outlay in the Open Space & Parks Fund, the Water Utility Fund, and
the Golf Course Fund. Total expenditures include $25.3 million for operations (a 7% increase
over 2013 estimate), $1.7 million for debt service, and $31.2 million for capital outlay (a 69%
increase over 2014 estimate). Total appropriations for all funds, including interfund transfers,
are $66.8 million.

The 2014 estimates of revenue and expenditures combined with the 2015 budget project a
reduction in City-wide reserves of $26.9 million (58%) from January 1, 2014 through December
31, 2015. City-wide revenue, expenditures, and changes to fund balances (reserves) are
summarized in the following table.



Significant Issues
Coal Creek Golf Course Operations

The September 2013 flood destroyed much of Coal Creek Golf Course and forced the City to
rebuild and repair the course. This work is taking place through a $5,150,000 contract with
Landscapes Unlimited for reconstruction and drainage mitigation work and $633,206 for 2014
and 2015 grow-in services through June 21, 2015, when the City will assume full responsibility
for golf course maintenance. City staff is working with FEMA and the State of Colorado to
secure 75% reimbursement plus an additional 12%2% reimbursement from the State for costs
associated with flood related work, including grow-in services. At this point, we think that will
total about $2.3 million, including $484,000 for grow-in services. The grow-in services contract
also provides flexibility to defer hiring golf course maintenance staff and delay purchasing
and/or leasing golf course maintenance equipment until we are closer to final construction
acceptance by the City.

The flooding also presented the City with an opportunity to change the way the course is
operated. Seizing this opportunity, the City terminated the City’s Maintenance and Operations
Agreement with Western Golf Properties and instead of contracting out is bringing Coal Creek
Golf Course operations and maintenance in-house (except for Food & Beverage services).

With a projected June 2015 reopening, staff anticipates 2015 Golf Course start-up and
operations costs will total $2,606,690. This includes one-time start-up capital costs of
$1,196,000, debt service to the Wastewater Fund of $225,000 and projected Operating Costs of
$1,185,290. These costs will be funded with a $1,196,000 one-time transfer from the Capital
Projects Fund, Golf Course revenues, which we project at $1,124,400 for 2015, and a one-time



$300,000 transfer from the General Fund. This would provide net revenue over expenses to the
Golf Course Fund of $14,110. With full-year operations beginning in 2016, staff expects the golf
course to at least cover all operating costs, including water, overhead and long-term debt
repayment, and to potentially begin building a reserve for capital replacement.

While we project a spring 2015 grand re-opening at Coal Creek Golf Course, much will depend

on the 2014-15 Winter and the Spring weather. While the weather will play a big role, in

September the City hired a full-time Golf Course Superintendent to be on-site helping transform

golf course operations and working alongside the reconstruction and grow-in contractor. This

will help ensure a smooth transition as Coal Creek moves from the construction phase through

grow-in and then the City assuming 100% responsibility for maintenance and operations. Once

we have a firm reopening date, and based on a thorough review of other golf course staffing

patterns, we intend to hire the following golf course maintenance staff (in time to ensure they

are fully “up to speed” prior to reopening day):

o Assistant Golf Course Superintendent

e Small Engines Mechanic (with the cost allocated 70% to Golf, 25% Parks and 5% Open
Space)

e Full-time Golf Course Maintenance Worker

e Up to 8 Seasonal Maintenance Workers (phased-in as conditions warrant) to maintain the
160 acre golf course.

In addition, to golf course maintenance staff, the City will also hire:

o Head Golf Professional

o 1stand 2nd Assistant Golf Professional

e Up to 6 seasonal Pro-Shop staff (to conduct clubhouse sales including merchandising and
inventory, tee-times cart rentals, lessons, leagues, tournaments, coordination, and revenue
collection)

o Part-time (32-hour per week) Marketing and Promotions Coordinator (with costs allocated
50% Golf, 40% Recreation and 10% Open Space) to help market the golf course as well as
recreation and open space programs and activities, some of which will be non-golf uses at
Coal Creek Golf Course.

According to the National Golf Foundation, 13 new golf courses opened in 2013 and 153 closed,
for a net loss of 141 golf courses in United States. That marks the 7th consecutive year that
more golf courses have closed than have opened. Effective marketing and promotions is one
key to Coal Creek’s success, since it will have been closed for almost 21 months and will need
to bring previous players back home as well reestablish its previous reputation as one of the
best places to play golf on the Front Range. To help in that effort, Coal Creek will open with a
new “Punch Bowl” or “Himalayan Green”. This new attraction will be a first for the region and is
aimed at drawing families and youth to the golf course to try their hand at navigating an 18-hole
up and down putting surface (and then enjoying food and beverages, signing up for a lesson
and/or playing a few holes on Coal Creek Golf Course).

Assuming Coal Creek opens in June 2015, we project 18,000 rounds of golf through December
2015 (60% of a full year). In subsequent years we project, with a full year’s operation, we can
achieve 30,000 rounds and a growth rate of at least 2% per year over the next five years.
These estimates are based on historical averages and are influenced by the golf course
financial model prepared by Golf Convergence Inc.



The peak fee charged to play golf during prime times is known in the industry as the “Rack
Rate”. Although we are still evaluating pricing options and, on the theory that it is better to start
high and reduce price as necessary than to start low and try to increase prices, may
recommend a higher price, staff currently recommend a rack rate of $55.00 for 18 holes during
prime times in 2015. With dynamic pricing, punch cards and promotional programs, staff
estimates the average revenue per round will be $41.25 in 2015. In addition to green fees,
revenues will also be generated through electric golf cart rentals, driving range, pro-shop sales,
pull cart rentals, golf club rentals, golf lessons and an anticipated food and beverage
agreement.

Staff will continue working with the Golf Course Advisory Board on a pricing structure and other
issues as we transition from grow-in to on-going maintenance to opening the golf course in 2015
to make sure the course is ready. Once the course reopens, our mission is to ensure Coal
Creek is perceived as a good value compared to other Front Range golf courses, the overall
experience meets or exceeds customer expectations for course conditions, food and beverage,
pro-shop courtesy and the overall experience encourages patrons—including avid golfers,
occasional golfers, those new to the sport, and even non-golfers looking for an outing where
everyone, including families, teenagers and young children, can have fun—to tell their friends to
come back again and again.

Coal Creek’s 25th anniversary occurs in 2015, which works well with our planned grand re-
opening, followed by Louisville’s 4th of July celebration hosted at Coal Creek Golf Course.
2015 will be a year of celebration on these two counts and it also marks the Silver Anniversary
of the Recreation Senior Center too.

Open Space and Parks Funding
Ballot Measures Establishing and Continuing Funding for Open Space and Parks

Ballot Question A, initiated through voter petition and approved by Louisville voters in 1993,
authorized a ten-year, 3/8% sales and use tax with the revenue from the tax to be used,
“exclusively for the acquisition of land in and around the City of Louisville for open space buffer
zones, trails, wildlife habitats, wetlands preservation and future parks”.

Following that question, in 1994, the City Council placed a measure on the ballot and Louisville
voters approved Ballot Issue 2B. This Ballot Issue increased the City’s debt by $4.2 million, with a
repayment cost of $5.8 million, for the purpose of, “acquiring land for open space buffer zones,
trails, wild life habitats, wetlands preservation and future parks and all necessary and appurtenant
facilities”, with the debt repaid out of revenues from the City’s Open Space Sales and Use Tax
(approved through the 1993 Ballot Question A).

Then in 2002, with the 10-year tax approved in 1993 set to expire in 2004, the City Council placed
another measure on the ballot. That Ballot Measure 2D, approved by Louisville voters in 2002
authorized a 10-year 3/8% sales and use tax with revenue from the tax to be used, “exclusively
for the acquisition of land in an around the City of Louisville for open space buffer zones, trails,
wildlife habitats, wetlands preservation and future parks; and for the development, construction,
operation and maintenance of such open space zones, trails, wildlife habitats, wetlands and
parks”.

Finally, in 2012, with the 10-year tax approved in 2002 set to expire in 2014, the City Council
placed another measure on the ballot. That Ballot Measure 2A, approved by Louisville voters in



2012, also authorized a 10-year 3/8% sales and use tax with revenue from the tax, as also
stated in the 2002 Ballot Measure 2D, to be used, “exclusively for the acquisition of land in an
around the City of Louisville for open space buffer zones, trails, wildlife habitats, wetlands
preservation and future parks; and for the development, construction, operation and
maintenance of such open space zones, trails, wildlife habitats, wetlands and parks”.

While Louisville voters have twice approved ballot measures providing clear authority to spend
revenue from the sales and use tax on the development, construction, operation and
maintenance of open space, trails, wildlife habitat, wetlands and parks, the origin of the City’s
funding for open space and parks—and the limitation in the 1993 ballot question restricting use
of the funds to land acquisition only—still influences the way many people view how the 3/8%
tax revenue should be used today. This perspective could also affect the continued community
support for the tax. Consequently, it is very important to clearly show the sources and uses of
all funding for all aspects of the City’s open space and parks programs, to ensure the City
maintains sufficient resources to acquire properties on the City’s Open Space Candidate
Properties list, and to have clear policies to guide management of the Open Space and Parks
Fund.

With the above history in mind, staff restructured the 2015 Open Space and Parks Fund budget,
categorizing expenditures into three separate departments; Open Space Administration and
Operations; Parks Administration and Operations; and Capital Outlay. Further discussion on
the Open Space & Parks Fund can be found under the Budget Highlights section of this
document.

Employee Compensation and Benefits

Reflecting our guiding principle that “Talented, motivated, well-trained employees are the City’s
most important asset”, we strive to keep our compensation and benefits package competitive—
to retain good employees and be able to effectively recruit new employees when that is
necessary—by annually comparing our pay and benefits with other similar employers in our
market area and by making adjustments based on that data. The following actions reflect this
approach and the 2015 proposed budget includes funding to implement these actions:

e Merit Increases. We must maintain our commitment to enable high performing employees
to move through their pay range over time. To do this, we provide merit increases for
performance that is documented as “Outstanding” (5.0%) or “Exceeds Expectations” (3.0%)
and “Meets Expectations” (1.0%). We anticipate that the distribution of these merit increase
will result in a 3.5% average annual increase in wages. Also, in order to maintain the City’s
commitment to Police Officers and the established pay range and steps, Officers whose
performance demonstrates merit would receive a 5% increase. Many employees—including
over half of all Police Officers and Sergeants—have reached the top of their pay range and
have not received any base pay increase for several years. To reward such employees for
their continuing exemplary service, we will again pay a one-time bonus of $250 to $1,000,
depending on their performance evaluation.

e Health Insurance Coverage and Other Benefits. For 2015, we solicited and received
favorable bids for health insurance coverage from Kaiser, Aetna, Cigna, and Colorado
Employers Benefit Trust (CEBT) providers. We then asked City employees for their
opinions on the four choices through various meetings and a survey we sent to all benefit-
eligible employees. Based on responses to the survey, we selected the plan provided by



Kaiser. This plan locks in a 3-year rate guarantee of no more than a 5% increase for 2015
and 2016, and 6.5% for 2017. We will keep the percentage of premium that employees must
pay for HMO coverage at 15% (employee only), 20% (employee and spouse or children)
and 25% (full family coverage). Because High Deductible Health Plan (HDHP) coverage is
less expensive, the City offers this plan at no cost to the employee and, as an additional
incentive, also contributes to the employee’s Health Savings Account the difference
between the City’s cost of the HMO plan and the HDHP plan. The City’s cost per employee
is the same regardless of whether the employee chooses the HDHP with incentives or the
HMO plan that requires the employee to pay a monthly premium. This approach is intended
to give employees a choice, encourage awareness of the costs of medical coverage and—
over time—reduce the City’s costs of covering employees.



Budget Highlights
General Fund

Staff estimates that by year-end 2014, total General Fund revenue, excluding interfund
transfers, will increase by approximately $312,000 (1.9%) from 2013. This overall increase is
mainly attributable to increases in sales/use taxes and intergovernmental revenue. Staff
projects that total General Fund revenue, excluding interfund transfers, will increase by
approximately $586,000 (3.5%) from 2014 to 2015. This increase is mainly due to increases in
sales/use tax revenue and building-related revenue. The following pie chart illustrates the
projected sources of General Fund revenue for 2015.

General Fund Revenue Sources (excluding interfund transfers and sale of assets)

Transfers from other funds into the General Fund for 2015 include $250,000 from the Historic
Preservation Fund as payment on the $1.5 million interfund loan that occurred in 2015 for the
Grain Elevator Project. Originally scheduled for a six year payback, the loan is now scheduled
to be completely paid by the end of 2015. The three annual installments are as follows:

1. 2013 = $250,000

2. 2014 =$1,000,000

3. 2015 =$250,000

The 2015 budget also includes $1.9 million of transfers out of the General Fund to other funds,
as follows:

e $570,120 to the Open Space & Parks Fund for support of operations and capital. This is a
recurring annual transfer. The Long-Term Financial Plan anticipates transfers of
approximately $2.7 million from the General Fund to the Open Space and Parks Fund from



2016 to 2019 to provide support for operations and capital and, in addition, to increase Open
Space & Parks Fund reserves by $250,000 per year for future property acquisitions.

e $133,230 to the Cemetery Fund for support of operations and capital. This is a recurring
annual support transfer.

e $900,000 to the Capital Projects Fund for support of high priority capital projects. Staff does
not anticipate additional transfers to the Capital Projects Fund through 2019 and, therefore,
this is a non-recurring transfer.

e $300,000 to the Golf Course Fund to fund operations until the Golf Course Fund opens and
begins generating revenue.

The table below summarizes all interfund transfers included in the 2015 budget.

Excluding interfund transfers, staff projects that total General Fund expenditures for 2014 will
increase by approximately $1,370,000, or 9.6%, over 2012 actual expenditures. Staff projects
General Fund expenditures in the 2015 budget, excluding interfund transfers, and assuming a
3% “turnback” (positive actual-to-budget variance), will decline by approximately $80,000 from
the 2014 estimates. The chart below reflects the broad categories (expenditure functions) of
General Fund expenditures in the 2015 budget.
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General Fund Expenditure Uses (excluding interfund transfers)

Long-Term General Fund Forecast

As in past years, in 2015 we adhere to the policy of maintaining a General Fund reserve of at
least 15% of current year net operating expenditures. At the end of 2015, we expect to have a
General Fund reserve of $2.5 million, or about 16% of 2015 net operating expenditures (total
expenditures less all transfers and net of 3% turnback). However, it is important to note that by
2019 staff projects General Fund expenditures (including the recurring support transfers to the
Open Space and Parks Fund and the Cemetery Fund) will exceed revenues. Including a 3%
turnback, we project net expenditures to exceed revenues by about $250,000 in 2019.
Excluding the turnback assumption, the deficit exceeds $800,000 in 2019.

By 2019, if General Fund revenue does not exceed projections and/or if General Fund
expenditures are not lower than projected, it may be necessary to either (1) increase transfers
from the Capital Projects Fund to the Open Space and Parks Fund to help pay for property
acquisitions, (2) increase General Fund revenue, (3) ask voters to approve an increase in Open
Space and Parks Fund revenue (with a corresponding decrease in General Fund transfers to
the Open Space and Parks Fund), (4) ask voters to approve shifting a portion of Capital Projects
Fund revenue to the General Fund, or (5) reduce General Fund expenditures to a level that can
be sustained within the current revenue structure.

The graph below illustrates the long-term financial forecast for the General Fund. Total General
Fund revenues, excluding interfund transfers and other financing sources, are projected to grow
at an average annual rate of 2.3% from 2015 through 2019. Total General Fund expenditures,
excluding interfund transfers and net of turnback, are projected to grow at an average annual
rate of 2.8% from 2015 through 2019.
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This forecast is part of the City’s Long-Term Financial Plan. This plan includes five-year
forecasts for all funds, which are based on a multitude of revenue assumptions and expenditure
targets. Below are just a few examples of the assumptions and targets within the long-term
financial plan model.

Sales Tax Revenue: 6.0% increase in 2014, 4.4% increase in 2015, average annual
increase of 3.5% 2016 through 2019.

Property Tax Revenue: 2.8% increase in 2014, 1.2% increase in 2015, average annual
increase of 2.8% 2016 through 2018. Property Tax revenue is projected to decline by over
20% in 2019 due to the projected expiration of the Library Debt levy.

Consumer Use Tax Revenue: 5.0% decrease in 2014, 23.7% increase in 2015, 14.2%
decrease in 2016, average annual increase of 3.0% 2017 through 2019.

Building Use Tax Revenue: 15.8% decrease in 2014, 2.1% increase in 2015, average
annual decrease of 12.8% 2016 through 2019.

Employee Salaries and Wages — Full-Time: 5.3% increase in 2014, 9.6% increase in
2015 (mainly due to the addition of Golf Course employees), average annual increase of
4.0% from 2016 through 2019 (this assumes no salary savings from vacant
positions/turnover and no new positions through 2019).

Employee Salaries and Wages — Part-Time: 17.6% increase in 2014, 18.3% increase in
2015 (also mainly due to the addition of Golf Course employees), 16.4 increase in 2016,
average annual increase of 3.7% from 2017 through 2019 (this assumes no increase in part-
time hours through 2019).
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o Employee Benefits (includes FICA, Retirement Contributions, Health Insurance, and
Workers’ Compensation Insurance): 10.7% increase in 2014, 8.8% increase in 2015
(mainly due to the addition of Golf Course employees), average annual increase of 5.0%
from 2016 through 2019.

Open Space & Parks Fund

Staff projects total fund revenue, excluding interfund transfers and nonrecurring revenue
sources, will increase at an average annual rate of 1.4% from 2015 through 2019. Although
total expenditures (operating and capital) are projected to decline by $1.6 million from 2014 to
2015, operating-only expenditures are projected to increase by $290,000 (16.5%) from 2014 to
2015. From 2016 through 2019, staff projects operating expenditures will increase at an
average annual rate of 3.9%.

The graph below illustrates the long-term financial forecast for the Open Space and Parks Fund.
This forecast is part of the City’s Long-Term Financial Plan and includes the same set of
revenue assumptions and expenditure targets as the General Fund.

As this graph indicates, total revenue to the Fund varies significantly depending on
intergovernmental grants and on transfers from other funds. From 2000 to 2013 Tax revenue to
the Fund averaged about $1.25 million and totaled $17.5 million over that 14-year period.
During this same period, the Fund received over $12.1 million, or about 40% of the total
revenue, from intergovernmental grants and transfers from the General Fund, Impact Fee Fund
and the Capital Projects Fund. The 2015 budget and forecast also include transfers from the
General Fund of $250,000 each year in 2015-2019 to provide a larger reserve and ensure there
are sufficient funds to purchase Open Space Candidate properties as they become available.

In summary, annual tax revenue to the Open Space and Parks Fund is about $1.6 million, not
including transfers from the General Fund or other sources. However, annual operations and
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maintenance costs for all of the City’s Open Space and Parks related activities (excluding land
acquisition and capital outlay) is just over $2.0 million annually. Consequently, it is necessary to
either transfer funds from the General Fund, Impact Fee Fund, and/or Capital Projects Fund to
the Open Space and Parks Fund to cover these expenses and to maintain or increase Open
Space and Parks Fund reserves, or it is necessary to reduce expenditures.

Capital Projects Fund

Staff projects Capital Project Fund expenditures at $12.8 million for 2014 and $13.7 million for
2015. In order to fund this level of expenditure, the 2014 estimates contain $6.5 million of
interfund transfers into the Capital Project Fund and the 2015 budget contains $1.2 million of
interfund transfers into the Capital Projects Fund. The Capital Projects Fund is also relying on a
significant amount of Intergovernmental revenue to fund the flood reconstruction projects.

Some of the more significant capital projects anticipated during the next five years include:

e Street Repair & Reconstruction Program (2015-2019, $8.4 million)

e Pavement Booster Program (2015-2019, $2.1 million)

e Flood Reconstruction — Bridge (2015, $3.16 million).

e 95% of the South Street Underpass Project (2015, $2.5 million).

e 25% of City Services Facility Project (2015, $1.6 million).

e McCaslin/US36 DDI Interchange Project (2015, $1.2 million).

¢ Railroad Quiet Zones (2016-2019, $1.1 million)

e Enterprise Resource Planning System (2015-2017, $1.1 million)

e Transfer to Golf Course Fund for Flood Reconstruction (2015, $3.5 million)

The graph below illustrates the long-term financial forecast for the Capital Projects Fund. This

forecast is part of the City’s Long-Term Financial Plan and includes the same set of revenue
assumptions and expenditure targets as the General Fund.
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As the graph indicates, reserves in the Capital Projects Fund will be brought down to minimal
levels in 2015 and 2016. However, beginning in 2017, reserves are expected to rebound
significantly.

Water, Wastewater, and Storm Water Utility Funds (Combined Utility Fund)

As previously mentioned, implementation of the recommendations in the recent Utility Rate
Study is ongoing and the 2015 budget includes a 2% increase in water rates, a 27% increase in
wastewater rates, and a $1.00 per month (30%) increase in storm water rates. While these
increases are significant, the resulting combined rates for water, wastewater, and storm water
are still comparable to similarly sized jurisdictions on the Front Range.

In the 2015 budget, Combined Utility Fund operating expenses, excluding debt service, will
increase by approximately $424,000 (8.2%) over 2014 estimates. Annual debt service
expenditures are expected to increase significantly, to approximately $3.3 million per year from
less than $1 million in 2014. This is due to the anticipated $33 million bond issue for the
Wastewater Plant Upgrade and City-Wide Storm Sewer Outfall Improvements.

Some of the more significant capital projects cash-funded from the Combined Utility Fund over
the next few years include:

e 50% of City Services Facility Project (2015, $3.2 million).

e Sid Copeland Water Treatment Plant Improvements (2016, $2.4 million)
e Windy Gap Firming Project (2015-2019, $2.2 million)

e Wastewater Plant Upgrade (2015-2017, $24.8 million)

e City-Wide Storm Sewer Outfall Improvements (2015, $7.8 million)
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The reserves of the Combined Utility Fund are significant, estimated to be $11.1 million, or 77%
of annual expenses, including debt service and capital, by the end of 2015. However, staff
believes this reserve level, combined with the increases in rates, are needed to fund the
significant capital projects anticipated during the next few years to maintain the City’s utility
systems.

The graph below illustrates the long-term financial forecast for the Combined Utility Funds. This

forecast is part of the City’s Long-Term Financial Plan and includes the same set of revenue
assumptions and expenditure targets as the General Fund.
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Revenue Summary

The following table and pie chart summarize City-wide revenue by category.
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Charges for Services

Charges for services are the City’s largest revenue category, accounting for nearly 40% of total
City revenue (excluding interfund transfers). Charges for services consist mostly of water,
wastewater, and storm water utility charges (including tap fees), which are budgeted at $12.8
million for 2015. The Recreation/Senior Center fees account for $1.7 million in revenue, Solid
Waste & Recycling fees are projected at $1.5 million, and Golf Course fees are budgeted at 1.1
million (reflecting a partial—roughly 60%--operating season in 2015).

Sales Tax Revenue

Sales tax is the second largest source of revenue for the City, accounting for 25% of total City-
wide revenue (excluding interfund transfers). Sales tax is the largest General Fund revenue
source, accounting for 39% of total General Fund revenue (excluding transfers). Beginning in
2006, sales tax revenue began to decline due to increased retail competition in neighboring
municipalities. The recent Great Recession worsened this trend and sales tax revenue for
2009, excluding the new Historical Preservation Tax, declined by 7% compared with 2008. In
2010 sales tax revenue declined an additional 3%. Recovery began in 2011 when sales tax
revenue increased by 3.7%. Sales tax increased by 7.3% in 2012, 7.2% in 2013, and staff
projects it will increase by 6.0% in 2014. The 2015 budget includes a 4.4% increase to $11.7
million. Staff estimates sales tax revenue will increase at an average annual rate of 3.5% from
2016 through 2019.

The City has taken past declines in sales tax revenue seriously and initiated various programs
to address this issue. In 2006 the City established an Urban Renewal District and adopted an
Urban Renewal Plan. The City also developed a Business Assistance Program with the intent
of stabilizing the current sales tax base and expanding that base for the future.

The City’s current sales tax rate is 3.5%. Of this amount, the City allocates 1% to the Capital
Projects Fund and 2% to the General Fund. This allocation meets the requirement set by the
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voters that a minimum of one-third of the 3% sales tax be allocated for capital projects. The
Open Space and Parks Fund receives 0.375%, which is used for open space and parks land
purchases, open space and parks management, and open space and parks development and
maintenance activities. The Historic Preservation Fund receives the remaining 0.125% sales tax
and those revenues are dedicated to specified historic preservation purposes approved by the
voters in November 2008. Those purposes include:

¢ Providing incentives to preserve historic resources;

e Providing incentives to preserve buildings that contribute to the historic character of historic
Old Town Louisville;

e Providing incentives to limit the mass, scale, and number of stories of new buildings and
developments in historic Old Town Louisville; to preserve setbacks; to preserve pedestrian
walkways between buildings; and to utilize materials typical of historic buildings, above
mandatory requirements; and

o City staff time to administer these programs.

Intergovernmental Revenue

Due to the floods of September 2013 and the anticipated grant revenue from FEMA, FHWA and
the State of Colorado, staff expects Intergovernmental Revenue to account for 12% of total City
revenue in both 2014 and 2015. Staff expects the largest amount of grant revenue for 2014 will
be the FEMA/State reimbursement for the reconstruction of the Coal Creek Golf Course ($2.3
million), and the largest amount of grant revenue for 2015 to be the FHWA/CDBG
reimbursement for reconstruction of the County Road/95" Street Bridge ($3,160,000). These
revenue sources represent a one-time revenue source for the City. Recurring
Intergovernmental Revenue only accounts for less than $1.3 million (2.8%) of total City-wide
revenue
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Use Tax Revenue

Total use tax revenue is made up three components:
e Consumer Use Tax revenue,

e Auto Use Tax revenue, and

e Building Use Tax revenue.

Use tax accounts for nearly 8% of total City-wide revenue (excluding interfund transfers). Use
tax has recently become a larger part of the City’s overall revenue due to implementation of the
voter approved consumer use tax in 2011, increased compliance with the consumer use tax
ordinance by businesses, recovery of the auto use tax since the Great Recession, and the
recent increase in building use tax related to new development within the City.

Property Tax Revenue

Property tax accounts for 7% of City-wide revenue and 14% of General Fund revenue
(excluding interfund transfers). In November 2001, Louisville voters approved a ballot issue
exempting property taxes from the TABOR restriction, as well as the statutory (5.5%) restriction.
The final 2014 net assessed valuation of property in Louisville is $464,139,240, an increase of
2.2% from the final 2013 net assessed valuation. This assessed valuation, along with the
general operating mill levy of 5.184, should generate approximately $2.3 million in net general
operating property tax revenue for 2015.

In November 2003, the voters approved a ballot question authorizing the City to issue debt for
the construction of a new library facility. Included in this ballot issue was the authorization for an
increase in the property tax mill levy up to 1.581 mills to pay the debt service on the bond issue.
The current debt service levy of 1.526 should generate approximately $700,000 net property tax
revenue for 2015. Due to the annual property tax revenue exceeding the annual debt service
requirements, and due to the excess reserves in the Debt Service Fund, the City began making
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additional principal payments on the debt on December 1, 2013. The debt is now scheduled to
be completely paid in 2018.

The following City-wide property tax revenue chart includes revenue generated by both the

general operating mill levy and the debt service mill levy. It does not include property tax
revenue generated by the Urban Revitalization District.
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Expenditure Summary

The City categorizes and presents expenditures in various ways. In the following chart, total
City-wide expenditures are categorized into four broad classifications; operations, debt service,
capital outlay, and other financing uses.

Operations

Operating expenditures include the costs of employee compensation, and the purchase of
supplies, and the purchases of services, such as professional services, utilities,
communications, repairs and maintenance, and insurance premiums. Total operating
expenditures in the 2015 budget are $28.4 million. This amounts to a $1.5 million (5.7%)
increase from the 2014 budget (with much of this increase attributable to the new golf course
operation).

The majority of the City’s operating costs are found in the following funds:

General Fund

Open Space & Parks Fund

Historic Preservation Fund
Combined Utility Fund

Solid Waste & Recycling Utility Fund
Golf Course Fund

The General Fund is the City’s main operational fund, accounting for such services as public
works; police and municipal court; recreation and senior center; library services; planning,
zoning and building safety; finance, information technology and general administration. Some
General Fund operational costs are allocated to the Capital Projects Fund, the Open Space and
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Parks Fund, the Historic Preservation Fund, and the Utility Funds based on overhead
expenditures related to those funds. The Open Space and Parks Fund contains both
operational and capital costs for the acquisition and maintenance of open space and parks. The
Combined Utility Fund includes the Water, Wastewater, and Storm Water utilities. These are
Enterprise Funds and the charges for services are intended to cover all costs associated with
providing the service. All expenses necessary to providing these services, both operating and
capital, are accounted for in these funds. The Solid Waste and Recycling Utility Fund, also an
Enterprise Fund, accounts for the operating costs to provide solid waste pickup, recycling and
composting services and household hazardous waste disposal. The City contracts with third-
party vendors for these services. Once the Coal Creek Golf Course is reconstructed, the Golf
Course Enterprise Fund will account for the administration, operation, and maintenance of Coal
Creek Golf Course.

Employee salaries and wages account for the largest portion (50%) of operational costs.
Employee benefits (FICA, Retirement, Health Care, and Workers’ Compensation) account for
an addition 14% of operational costs. Purchased services account for 32% and supplies for 6%
of total operational costs.

Debt Service

The 2015 budget includes debt service expenditures in all funds of $4.1 million. This is a
significant increase over 2014 and is due to the anticipated $33 million bond issue for the
Wastewater Plant Upgrade and the City-Wide Storm Sewer Outfall Improvements. Note that
the City’s budgetary basis of accounting for Enterprise Funds treats the payment of principal as
an expenditure item and the proceeds from new debt as a revenue item. The Introduction
Section of the budget document includes a detailed description of all outstanding debt.
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Capital Outlay

The total 2015-2019 Five-Year Capital Improvement Plan contains over $66 million of capital
expenditures. Of that amount, $21 million is approved for 2015. Capital expenditures include
the purchase of equipment, transportation and street improvements, construction of capital
facilities, purchase of land and water rights, and the development of trails in open space and
facilities in parks. Some of the more notable capital projects with at least a partial budget in
2015 are shown in the following table:

Project Source 2015
Description of Funds Budget
Wastewater Plant Upgrade Wastewater Utility Fund $24,800,000
Storm Sewer Outfall Imprvmts Storm Water Utility Fund $7,800,000
City Services Facility Various Funds $6,450,000
Bridge Reconstruction Project Capital Projects Fund 3,160,000
South Street Underpass Capital Projects & Storm Water Funds 2,477,000
Street Reconstruction Program Capital Projects Fund 1,550,000
McCaslin/US36 Interchange Capital Projects Fund 1,173,000

Operational Impacts of Capital Outlay

As can be seen from the listing above and the Capital Improvement Program Section of this
report, most of the capital outlay planned for 2015 is related to replacing or maintaining current
equipment and infrastructure. Except for the Wastewater Plant Upgrade, the City Services
Facility, and the South Street Underpass, there are no new property acquisitions or new
facilities and relatively few new additions to the City’s infrastructure. The Wastewater Plant
Upgrade will enable the City to comply with more stringent Federal water quality requirements
and the new City Services Facility will replace and existing facility, which is undersized and
inefficient, but otherwise these new facilities will have little operational impact. The underpass
will also have very little operational impact. Additional maintenance costs due to capital outlay
budgeted for 2015 is relatively minimal and is projected at less than $100,000 per year. The
estimated annual operational impacts of each project are included in the Capital Improvement
Program Section of the budget document.

Compliance with Taxpayer Bill of Rights (TABOR) Amendment

In November 1992, Colorado voters approved an amendment to the State Constitution providing
tax and spending limitations on local governments. Following the approval of TABOR, several
ballot issues have been presented to the citizens of Louisville that impact the limitation:

1993 — Open space tax approved.

e 1994 — Open space bond issue and the use tax on residential building materials were
approved.

e 1996 — Authorization was given for the City to receive and expend all sales and use tax
revenues, exempting these revenues from the TABOR limitation.

o 1997 — A revenue-sharing intergovernmental agreement was approved, exempting these
revenues from the TABOR limitations.

24



o 1998 — The City Council, by ordinance, declared the Golf Course Fund an enterprise under
the TABOR definition.

e 1999 — Authorization to keep and spend the revenues collected and received during 1998
and each subsequent year from fees, state and local grants, developer contributions,
intergovernmental revenues and payments in lieu of land dedications.

e 2001 — Approval allowing the City to keep the excess property taxes collected in 2000 and
exempts all future property taxes from the TABOR limitations.

e 2002 — Approval of a new Lodging Excise Tax in the amount of 3% and exempting these
revenues from the TABOR limitations.

e 2002 — Extension of the open space tax for another ten years beginning on January 1, 1994

and ending on December 31, 2013 and exempting these revenues from the TABOR

limitations.

2003 — Library bond issue and the additional mill levy not to exceed 1.581 were approved.

2005 — A use tax on personal tangible property was placed on the ballot in 2005 and failed.

2006 — A use tax on personal tangible property was placed on the ballot in 2006 and failed.

2006 — The City Council, by ordinance, declared the Storm Water Utility Fund an enterprise

under the TABOR definition.

e 2008 — Approval of a 1/8% sales tax for historical preservation purposes for a period of ten
years beginning January 1, 2009.

e 2009 — The City Council, by ordinance, declared the Solid Waste & Recycling Utility Fund an
enterprise under the TABOR definition.

e 2010 — A use tax on personal tangible property was placed on the ballot in 2010 and
passed.

e 2012 — Extension of the open space tax for another ten years beginning on January 1, 2014
and ending on December 31, 2023 and exempting these revenues from the TABOR
limitations.

The City of Louisville’s 2015 budget reflects compliance with the provisions of the TABOR
Amendment. Under the TABOR Amendment, all taxes (except as previously noted), licenses
and permits, charges for services, fines and forfeitures, and miscellaneous revenue (except
developer contributions and payments in lieu of land dedications) are part of the limitation
calculation. Transfers-in and debt service (except the open space bond) are deducted. The
remainder may increase by the combination of the local rate of growth and the CPI rate of
inflation.

The TABOR Amendment also requires local government to reserve 3% of total expenditures for
emergencies in 1995 and thereafter. (The definition of an “emergency,” under TABOR is
restricted to natural events, but excludes “economic conditions, revenue shortfalls, district salary
or fringe benefit increase.”)

The TABOR Amendment excludes activities or funds considered to be “enterprises.” The
classification of an “enterprise” under the TABOR Amendment is based on three criteria: (1) the
entity must be considered a government owned business; (2) the entity must be authorized to
issue its own revenue bonds; (3) the entity must receive less than 10% of its annual revenue in
grants from all Colorado and local governments combined. The City’s Water Utility Fund,
Wastewater Utility Fund, Storm Water Utility Fund, Golf Course Fund, and Solid Waste and
Recycling Fund have been declared “enterprises” under the TABOR Amendment definition.
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Summary
Awards

The Government Finance Officers Association of the United States and Canada (GFOA)
presented an award for Distinguished Budget Presentation to the City of Louisville for its annual
budget for the fiscal year beginning January 1, 2014. In order to receive this award a
governmental unit must publish a budget document that